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KEY ECONOMIC INDICATORS: AUSTRIA 


A B c pe/ EX*/ 
Item 1970 1971 1972 % Rate of 


cumil. C e Growth 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices (12/72)  (p 1,3) 14,380 16,794  19,996% 4 12.0b/- 
GNP at Constant(1964)Prices(12/72) " 11,609 12,831 14,3130/ f 5.0b/- 
Per Capita GNP, Current Prices " 


(12/72) $1,933 $2,252  $2,6760/ 4 11.8/- 
Plant & Equipment Investment (p 3) 
(Current Prices) (12/72) 3,769 4, 804 5,767/ 4 13.00/__ - 
Indices: 
Industrial Production(1964=100) 
(8/72) . 142.5 152.7 155.3 #£ 6.0 #¢ 6.2 
Avg. Industrial Productivity 0 
(1964=100) (6/72) 141.5 148.2 3.8 ¢ 3A n.a 
Avg. Industrial Wages(1953=100) " 

(6/72) 339.3 388.3 8.0 # 9.1 # 11.5 
Employment (9/72) (1,000s) 2,389 2,455 2,499 4 2.3 # 2.4 
Avg.Unemployment Rate(%) (7/72) e 2.4 a3 1.9 - 8.0 = 6,3 
MONEY AND PRICES 
Money Supply (9/72) (p 6) 2,730 3,348 4,440 £ 21.8 #¥ 16.0 
Public Debt Outstanding (12/72) 1, 800 2,0119/ 2,155 ¥ 7.2 ~ 

External Debt (12/72) 521 521¢/ hho == 16.0 ~ 
External Debt Service Ratio 

(12/72) (%) 1.6 2.2 caw > 6 
Central Bank Rate (11/72) 5.08/ 5.0 5.0 . is 
Indices: 

Retail Sales(1958=100) (7/72) (p4) 222.5 244.5 242.8 ¢ 9.9 ¥ 10.0 
Wholesale Price(1964=100)(9/72) " 116.0 122.0 ims ¢ 3.1 ¢ 3.4 
Consumer Prices(1966=100)(9/72) " 115.0 120.4 126.8 #¢ 6.0 #¢ 5.8 
Construction Costs(1945#100) (9/72)" 2,057 2,209 2,495 £13.6 # 11.9 
BALANCE OF PAYMENTS AND TRADE 
Gold & For.Exch. Reserves (9/72) (p 4) 1,702 1,954¢/ 2,363 11.2 ¢ 4.3 
Balance of Payments (9/72) ° 4 96 4 sac/ fog 81.8 ¥ 7.4 
Net Tourist Receipts(9/72) (p 3) 676 890 868 21.0 /- 23.3 
Balance of Trade (8/72) " - 62 = 1,030 - 88 $16.4 - 19.8 
Exports, FOB (8/72) (p 4) 2,857 3,191 2,365 ¢ 8.0 #¥ 7.3 
U.S. Share ° 118 129 10h ¥ 8.5 ¢ 6.5 
Imports, CIF (8/72) . 3,549 4,201 3,201 10.0 # 10.3 
U.S. Share e 121 156 101 - 7.0 = 12.0 


for footnotes see following page. 





Main Imports from U.S. (15t Half of 1972): metric tons/$million) 


Non-electrical industry machinery, 2,984/10.5; Aircraft, 97/9.9; Electrical 
machinery, equipment and supplies, 219/5.5; Feedstuffs, 37,999/5.0;- 

Office machinery, 99/4.5; Non-ferrous metal ores, 896/2.1; Plastics 
materials, 2.670/2.1; Photographic material (other than cameras), 240/2.1; 
Basic chemicals and compounds, 4,914/2.0. 


Footnotes: 
*/ C/same cumulative portion of B, 


ae / Avg. growth rate for period indicated measured on annual basis of 
current year to date. 


a/ Unless otherwise indicated, the above statistics were converted at the 
following rates: US $1.00 = AS 26.- in 1970 
AS 24.75 in 1971 
AS 23.30 in 1972 
b/_ tentative estimate. 


c/ Conversion rate US $1.00 = AS 23.30. 


Sources: 


Central Statistical Office, Austrian Institute for Economic Research, 
Austrian National Bank, Austrian Finance Ministry. 








AUSTRIA 


Summary 


With a surge in domestic demand and investment Austria by-passed 
the consequences of the recent international downturn and now 
appears ready to continue its unbroken vigorous expansion into 
its sixth year. For the immediate future, this growth will occur 
on the strength of the expected recovery of demand in key export 
markets. Tariff cuts and restructuring of the economy resulting 
froni/free trade area agreement with the EC should also provide 
additional stimulus to growth. Contrary to initial projections 
of 4% real growth for 1972, the latest estimates now suggest a 
figure in excess of 5%. 1973 is expected to provide an equally 
vigorous performance. 


The picture is not entirely bright, however. It is clouded by 
rapid price increases which will be aggravated by the introduction 
of the Value Added Tax on January 1, 19735. Inflation has approached 
a 7% annual rate in recent months and is expected to go as high 

as 8-9% in the early months of 1973. The coming year should see 

an overall inflation of at least 7%, a level which may well 

continue through 1974. 


American exporters can expect increased competition from EC 
suppliers as the tariff barriers between Austria and the rest 
of Europe fall. On the other hand, growing consumer affluence 
and a general restructuring of industry to meet European 
market conditions should provide many new opportunities for 
US exports. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Early projections of a 4% growth rate for 1972 have been out- 
stripped by actual developments, and current estimates suggest 
that real GNP will increase by 5% or slightly more this year. 
Due to the general downturn in Austria's export markets, exports 
continued their slow expansion at the rate of 8 (7% in 1971, 
21% in 1970). Consumer expenditures (up 5.5%) and investment 
(up 7%) are providing the fuel for this year's expansion. 
Agriculture (up 4%) began to recover after the setbacks suffered 
in drought-plagued 1971-1972 growing year. Tourist earnings 
this year have soared to a 23% increase despite an almost snowless 
winter. 


Employment has risen to record levels. A continuing labor shortage 
is reflected in an increase in the number of foreign workers to 

an all-time high of over 200,000. Wage agreements concluded in 
almost all branches of industry in 1972 provided for an average 
increase of 12 to 15% in minimum wages. Overall earnings were 
increased by about 10%. Trade unions will doubtless continue 
their traditional policy of pursuing full employment, together 
with at least a 3% per annum increase in real earnings. 


Industrial production has continued to grow rapidly, reaching a 

7% rate in August. The trend is toward faster growth of investment 
goods production and somewhat slower increases in the consumer 
goods sector. Exceptions are construction materials, whose growth 
has been held back by capacity restraints, and consumer durables 
which have shown an energetic 20% increase in output. 


Foreign trade has continued to follow the long-lasting pattern 

of imports growing faster than exports, but the beginnings of 
recovery in Austria's most important foreign markets, Germany 

and Switzerland, have provided a beneficial stimulus to exports 

in more recent months. While the year through August has shown 

a total growth of 8% in exports, this figure jumped to 13% for 

the month of August, exceeding the growth of imports for the 

first time in two years. This rise was concentrated in capital 
goods (up 21%), but consumer goods, primarily furniture and shoes, 
also turned in a healthy 11% growth rate. Imports have maintained 
a relatively steady 10% growth rate throughout the year. The strong 
demand situation has made consumer goods the leading item in imports 
(up 15% for August) with food imports, up 34%, heading the list 
following a recent liberalization of meat (especially pork) imports 
to combat rapidly rising food prices. 








While the trade deficit for the first 8 months has run over 800 
million dollars, large tourist receipts combined with capital 
inflows and a rather large "errors and omissions" entry have 
resulted in an increase in reserves of 400 million dollars. 
Total reserves now stand at $2,363 million, compared to$1,954 
million at the end of 1971. 


This healthy growth picture has been unfortunately overshadowed 

by a steadily deteriorating price situation. Original expectations 
that the inflation rate would slow to under 4% by the end of this 
year proved unattainable, and the 6 rate of early spring has risen 
to 7% through October, 1972. Many increases in legally controlled 
prices for key inputs are now beginning to show secondary effects 
as producers are forced to pass on increased costs. 


FORECAST 


In the coming year, the Austrian economy faces its most challenging period 
of the postwar era. Having escaped the "stagflation" widely ex- 
perienced abroad, Austria must now move into a period of inter- 
national economic growth with an economy already operating at very 
near full capacity. At the same time a number of changes in the 
country's economic structure will be taking place: the change-over 
to the value-added tax; a large-scale income tax reform combined 
with a revised federal-local revenue sharing system; and an arrange- 
ment with the European Communities involving reciprocal 30% across- 
the-board tariff cuts on most industrial items which became effective 
October 1, 1972, with further cuts scheduled for January 1, 1974. 
These changes will bring about a far-reaching restructuring of the 
Austrian economy in the coming years, with the major impact evident 


in 1973. 


While there are still many uncertainties about the eventual outcome 
of the reforms, it is generally expected that the results will 


ultimately be favorable. Austrian real GNP is generally expected 
to increase by 5% again in 1973. The dynamic elements in this 


growth should be exports and domestic consumer demand. Exports 
should rise 12% in 1973 compared to an 8% in 1972. Imports, also 
stimulated by the arrangement with the EC and helped by the dis- 
continuation of the import equalization, or border, taxes in favor 


of the more neutral value added tax, should continue to grow faster 
than exports. Imports are expected to increase b 14% in 1973. 


Private consumption should be increased by 5.5% again next year. 


This growth will be sustained by continued high employment and 
increased disposable income from the combined effects of the 1972 
wage round and the reduction of the income tax on January 1, 1975. 


However, extensive advanced consumer purchases expected in the last 
quarter of 1972 in an effort to beat price increases expected with 
the introduction of the VAT could depress consumer spending in the 
early months of 1973. Inventory accumulation, which slumped somewhat 
in 1972, should begin to recover in the coming year. 


Investment is expected to be somewhat dampened in the next year. 

While the investment tax to be imposed in connection with the intro- 
duction of the value added tax should be offset by improved tax provisions 
and depreciation rates, private investment is expected to lag due to 
uncertainties and difficulties in adjusting production patterns to 

suit the new market presented by the EC agreement. Public investment 
should not expand significantly due to government restraints in the 
distribution of new construction orders and the completion in 1972 

of a number of large-scale public construction projects. 


The labor situation does not now present any major difficulties for 
1973. Labor organizations seem to realize that adjustments to the 
new market situation created by the agreements with the EC may result 
in some manpower shifts from firms unable to compete in the Common 
Market to more efficient enterprises. But the tight labor market and 
the cushion of 200,000 foreign workers will tend to allay concerns 
over severe dislocation. A controversial labor issue is developing 
around draft legislation calling for representation of shop stewards 
on the supervisory boards of joint stock and limited liability 
companies. Despite the fact that most labor contracts are not up 

for renewal until the end of next year, substantial price increases 


in the early part of the year could bring up demands for early nego- 
tiations on wage increases. 


The government's primary economic policy concern is maintaining 
"relative stability" so that domestic price levels do not rise faster 
than those in Austria's most important trading partners. Price 
pressures have continued to build through 1972 with an overheated 
construction boom, rather substantial wage increases, increases in 
controlled prices long delayed by the government, and an economy 
already operating new full capacity and now faced with a period of 
international economic expansion. The introduction of the value added 
tax at a 16% rate and income tax reductions combined with these 
factors should bring a sharp increase in the rate of inflation in 


the early part of 1973. The estimates range from 7% to 9 or 10% in 
the early part of the year. The most realistic figure seems to be 
an early spurt to 8% or more and a 7% rate for the year as a whole. 


*') 








The government's stabilization program is targeted to minimize the 
inflation without adversely affecting the adjustment process to the 
EC or preventing Austria from enjoying the benefit of the coming 
international upswing. A mildly restrictive monetary policy, as 
much restraint in official expenditures as is consistent with the 
government's social policy, and encouragement of private savings 

are all being used to slow the rates of monetary and commercial 
credit expansion which have been running 20% for the past years. 
Price controls have been strengthened for all goods and services 
through September 1973. This is primarily to ensure that the inevitable 
VAT-induced price increases are kept at a justifiable level, and tax 
savings resulting from the VAT and the tariff cuts with the EC are 
passed on to the consumer. 


IMPLICATIONS FOR THE UNITED STATES 


The most important recent development in Austria for US business is 
unquestionably Austria's association with the European Communities. 
This association is bound to affect the structure of Austria's 
foreign trade. After 10 years of trading with the EC as an outsider 
Austrian business now holds high hopes of realizing new profits as 
partial members of the expanding Community. The success of these 
hopes depends heavily on the ability of Austrian exporters to 
maintain relative stability of production costs - a goal that will 
not be easily realized in the face of strong inflationary pressures. 
Nevertheless, it appears that Austria will realize its projected 12% 
export growth based on its head start in the EC (Austria's initial 
tariff cuts went into effect October 1, 1972; those for the other 
EFTA countries do not become effective until January 1, 1973) and 
the recovery of economic activity in the Community. 


The import side of the agreement presents a mixed picture. Consumers, 
of course, expect cheaper goods from an area that supplies the bulk 
of Austrian imports - the 30% initial tariff cut will reduce the 
tariff burden of imported goods by $75 million in 1973. Moreover, 
since border taxes will be replaced by the value added tax, which 
will bear equally on domestic and foreign produced goods, the 
competitiveness of all imports should be increased. Domestic industry 
feels itself generally well prepared for the more competitive climate, 
but certain sectors with structural problems are apprehensive. The 
following product categories should feel the sharpest sting from EC 
competition: textiles, garments, leather goods, non-ferrous metals, 
iron & metal products, glass, chemicals, furniture, electrical con- 
sumer goods, and automotive equipment. The government - hoping that 
import competition will ease price pressures - does not plan to stem 
the tide. 


Whether the US can profit from the opportunities offered by the many 
changes expected in the Austrian economy in 1973 depends on the vigor 
with which American exporters pursue the local market. EC producers 
will be a source of stiff competition and - in contrast to those 
European countries becoming full-fledged EC-members - Austria will 
retain its own tariffs which are much higher than the CXT. of the 
Community. However, Austrian tariffs on those products of greatest 
interest to US exporters, i.e. high technology items, are low and 

can be waived in many instances where domestic production is in- 
sufficient or non-existent. Promotional efforts should bear this 

in mind and concentrate on items with a high technology input. 

US deliveries to Austria this year have reflected the demands of an 
increasingly sophisticated and affluent economy. While shipments 

of agricultural commodities, raw materials and semi-finished products 
declined, the loss was more than offset by growing Austrian purchases 
of high-technology capital goods, advanced consumer goods, and leisure 
goods. The Embassy has recently made a particular effort to acquaint 
the Austrian nationalized industry with the advantages offered by 
American capital equipment. Discussions with many key executives 

of the nationalized firms has helped to make them more receptive 

to American firms interested in supplying them. Recent market 
research indicates that the Austrian market will be most receptive 


to American metalworking and finishing equipment, business automation 
equipment and computer peripherals, health-care instrumentation and 
equipment, pollution control instrumentation and equipment, as well 
as machinery, equipment and materials for the construction industry. 


The consumer goods sector should by no means be neglected. As 
mentioned in the previous report (Vienna A-358), this area offers 
some of the most promising opportunities, most of which are as yet 
unexploited. The Embassy's "America Week" in-store promotion in 
Dornbirn, Vorarlberg in September, 1972 revealed considerable 
interest in American home decorati fabrics, ladies fashions and 
leisure-wear, cosmetics, furniture pera te for young households), 
electronic home entertainment equipment, toys and games, and many 
other items. Finally, as the Embassy has reported frequently over 
the past years, Austria's role as an entrepot in East-West trade 
continues to grow. With the relaxation of U.S. restrictions on 
trade with Eastern Europe, American companies should seek even 


more energetically ways to combine their market promotion in Austria 
to the expanding prospects in the surrounding Communist countries. 








Even if your company 
is already exporting, 
some of these facts may surprise you. 


7 surprising facts about exporting 


1: Small businesses are big in export. 3 out of 5 United States exporters have 


fewer than 100 employees. 


2: Exports keep 3 million Americans working. Every $15,000 of exports 


equals 1 job. 


3: Taxes can now be deferred on 50% of export profits. 
4: United States exports are a $43 billion-a-year business, and growing 11% 


each year. 


5: Export sales of durable goods increased 17% during 1970 while domestic 


sales of the same goods declined 3%. 


6: 96% of all American firms sell only in the United States. 
7: Booth space at a Commerce Department Trade Center can cost as 


little as $400. 


A major California wine producer has demonstrated 
that it's possible to market American wines in France. Sur- 
prised? Read on. 

You're probably aware of the effect of the new cur- 
rency realignments on selling overseas. Your goods are now 
priced more competitively in world markets. 

But are you aware that you need pay no tax on one- 
half of your export profits? Recent tax legislation permits 
companies engaged in export trade to set up a Domestic 
International Sales Corporation (DISC) and thereby defer 
Taxes on 50% of their export income. 


Exports— growth market of the year. 

Export sales help smooth our domestic cycles. Last 
year exporters discovered that many of their off-shore 
markets were recession-proof. During 1970,domestic sales 
of durable goods shrank. But export sales of th 


ose same 
goods increased by 17%. Exports proved to be the growth 





market of the year. And they continue to grow at an average 
of 11% a year—about one-third faster than the growth of 
all U.S. industry. 


You don’t have to be big to be 
profitable in exporting. 

If your firm has less than 100 employees, you should 
know that the majority of other exporters are about your 
size. More than three out of five, as a matter of fact. A 
manufacturing firm in Minnesota, with only 26 employees, 
is a case in point. Five years ago, they weren't even in ex- 
port. Now it’s 25% of their business. And the extra volume 
helps them get longer production runs with lower unit 
costs. Often, the added volume is without added capital 
investment. 

A helping hand for U.S. exporters. 

Take advantage of all the services available to you 

from the U.S. Department of Commerce. The Department 





and its 42 Field Offices can help you pinpoint the likeliest 
markets, by providing you with the research, marketing 
data and trade statistics you need. They can also help you 
expand into new markets. Like the Mississippi pump 
‘manufacturer who was selling successfully in Europe. After 
Commerce specialists came up with a report on marketing 
in Japan, he developed even bigger sales there than in 
Europe. He’s not alone. Of the firms using Commerce 
services, 60% have increased export sales. 
Expanding your distribution. 

The Commerce Department has ready access to 
135,000 overseas distributors manu ; agents 
who want to represent American firms. You can choose a 
distributor from existing lists, or, for a nominal fee, the 
Department will find a special agent to handle your specific 
products. 

In addition, as 1,800 American businessmen have 
done in the past five years, you can join a Trade Mission 
and travel overseas with the Mission to make commercial 
contacts. If you prefer to go it alone, the Department will 
arrange on-the-spot help from any of the 468 commercial 
and economic officers attached to our 152 Embassies and 


Consulates. 
Showing your wares. 

Another example of the services available to you is 
our operation of nine permanent overseas Trade Centers 
in Europe, Asia, Australia and Latin America. At Trade 
Centers, American manufacturers show their goods to au- 
diences representing up to 80% of the purchasing power 
in these markets. Last year, Trade Centers produced $209,- 
000,000 in sales for U.S. firms. 

Or, you can participate in International Trade Fairs. 
The cost can be as low as $850 for space. The rewards can 
be high—$127,000,000 in immediate sales for these U.S. 
exhibitors last year. 

The Commerce Department provides booth design 
and construction at Trade Centers and Fairs, as well as 
advance promotion and personal calls on promising cus- 
tomers to ensure their attendance. 


Exports mean diversification for your company. 
96% of all American firms sell only in this country. 
Ridiculous! For most, the cost of constantly changing prod- 
uct lines, with all the attendant start-up and marketing 
expenses, is greater than learning to export existing 
products. Exporting adds years to many a product line. 
Take the case of a Texas manufacturer of car and truck air 


conditioners. The domestic market was levelling off as 
more cars and trucks were sold with air conditioning as 
original equipment. The Texas firm “diversified” by ex- 
porting its existing products to Japanese car manufacturers 
—with great success. 

About financing, insurance and taxes. 

The United States Government helps finance Ameri- 
ca’s exports. The Export-Import Bank of the United 
States (Eximbank) offers direct loans for large projects and 
equipment sales which require long term financing. It also 
cooperates with commercial banks in providing credit to 
overseas buyers of U.S. exports. Exim provides guarantees 
to commercial banks who in turn finance export sales. And 
now, by creating a Domestic International Sales Corpora- 
tion (DISC), you can defer Federal income taxes on one- 
half of your export profits, so long as those profits are used 
to increase fu exports. 

The time is now. 

If you're already exporting, it’s time you broadened 
your overseas markets. If you're not in exporting, it's time 
you got started. 

There's no great mystery —and a lot less red tape than 
you think. The Department of Commerce will show you 
how to get started. Exports mean profits. Find out for your- 
self. Send the coupon below. 

Or, better yet, write directly to: 

Director, Bureau of International Commerce, U.S. Depart- 
ment of Commerce, Washington, D.C. 20230. 


Dra. oo oaks call rasa] | 
ae 265 am Washington, D.C. 20230 | 
| “ae 2 parecer et | 
| SENN ZA ittoducory Guide te Exporting | 
| | 
| | 
| NAME TITLE | 
| COMPANY | 
| ADDRESS | 
| an STATE ZP | 
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